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RLG FAST FACTS
Pay Transparency Laws: Are You Ready for 2025?

Key Goals

· Discuss the scope of pay transparency laws and basis for creation.
· Pay transparency pros and cons. 
· How to address comply with pay transparency laws.

Pay Transparency Across the Country

This shift towards pay transparency has not come on suddenly—rather, it’s been a hot topic for years.  Most people would agree that reducing biased pay gaps and removing some of the job search guesswork is important; but at the same time, we are all tired of various states implementing a new set of standards. 

Some states and localities already have wage range disclosure pay transparency laws in effect, including:

· California
· Cincinnati, Ohio
· Colorado
· Connecticut
· Hawaii
· Ithaca, New York
· Jersey City, New Jersey
· Nevada
· New York
· New York City, New York
· Rhode Island
· Toledo, Ohio
· Washington
· Washington, D.C.
· Westchester County, New York





Some states have pay transparency laws just starting or in the upcoming year: 

	STATE
	EFFECTIVE DATE
	COVERAGE THRESHOLD

	Illinois
	January 1, 2025
	Employers with 15 or more employees

	Maryland
	October 1, 2024
	All employers

	Massachusetts
	July 31, 2025
	Employers with 25 or more employees

	Minnesota
	January 1, 2025
	Employers with 30 or more employees (within Minnesota)

	Vermont
	July 1, 2025
	Employers with 5 or more employees



Pay Transparency Pros and Cons

Pay gap discrepancies have been, and continue to be, a big issue for employers, with women still making 83 cents for every dollar earned by men.  Pay transparency is also forcing employers to take a hard look at their numbers and address pay disparities. 

Pros for Employees
· With access to compensation information from their employer, employees can ensure they’re compensated fairly compared to their colleagues, as these laws help to eliminate pay discrimination based on gender, race, or other protected characteristics.
· Pay transparency laws also help increase employee job satisfaction, motivation, and engagement because employees feel more valued and appropriately compensated.
· Pay transparency also fosters a sense of trust between employees and employers, as workers believe compensation is based on merit and objective criteria.

Pros for Employers
· Reduced turnover: Because employees may feel like they’re being treated more fairly and compensated adequately, it can help reduce turnover, which can also help employers save on recruitment, training, and onboarding costs.
· Increased reputation: Organizations that comply with a pay transparency law demonstrate their commitment to fairness and equality, which can boost their reputation internally and externally.
· Diversity and inclusion: Transparency laws also help organizations address any pay disparities.

Cons
While pay transparency laws bring many benefits to employers and employees, there are several challenges to note, including:

· Disclosing pay information can raise privacy concerns, as some employees might not feel comfortable having their personal financial information shared with their colleagues.
· While pay transparency aims to promote fairness and equality, it can foster a sense of jealousy and resentment among employees who perceive disparities in pay, which can create negative work dynamics.
· Adhering to pay transparency laws can be complex, requiring employers to establish clear and consistent compensation structures, which can be time-consuming.
· Causes difficulty with recruitment.

How to Comply with Pay Transparency Laws

Employers need to start by evaluating and addressing existing compensation structures which can lead to internal dissatisfaction given that employees will see discrepancies between advertised ranges and their own pay.

Unless pay transparency is codified into federal law, employers should anticipate the need to prepare for the trend of pay transparency laws to continue to expand throughout the states, requiring potentially significant adjustments to your compensation structure, internal communication, employee engagement, and development strategies.

To help avoid penalties and provide employees and applicants with accurate and legally compliant pay information, employers should consider these strategies:

· Review and update compensation practices and documentation to align with evolving state laws.
· Implement and review internal systems for tracking compensation data.
· Evaluate compensation structures and pay strategy to align new job openings with internal pay to mitigate perceived discrepancies.
· Consider your remote workforce, where you will be posting the job opportunity, and evaluate the specific rules required for each state where you operate.

Minnesota’s Pay Transparency Law

Who is Covered Under the Law?
The law applies to employers with 30 or more employees at one or more sites in Minnesota.  Given this definition, it appears that the law limits its application to employers that have at least 30 employees employed within the state, which differs from other jurisdictions’ pay transparency laws.

What Must Be Disclosed?
Covered employers must disclose the starting salary range for the posted position.  The law defines “salary range” as the minimum and maximum annual salary or hourly range of compensation, based on the employer’s good faith estimate at the time of the posting. An open-ended salary range is expressly prohibited.  If the employer does not plan to offer a salary range, then the employer must instead list a fixed pay rate.

Employers must also provide a general description of all benefits and other compensation to be offered to the hired job applicant.  The description of benefits must include, but is not limited to, any health or retirement benefits. 

What Job Postings Are Covered?
“Posting” is broadly defined to include any electronic or printed solicitation intended to recruit job applicants for a specific available position that includes qualifications for desired applicants.  This includes recruitment activities done directly by the employer or indirectly through a third party.

Enforcement and Potential Damages or Penalties
As it stands, the law does not specify how it will be enforced or list any potential penalties.  Generally, however, under Chapter 181 of the Minnesota Statutes, an individual can bring a claim with the Minnesota Department of Labor and Industry, or the State Attorney General can enforce a violation of the law.  Further, certain statutes under this Chapter allow for a civil private right of action.  In terms of potential damages or penalties, generally, an employer found to have violated one of the Chapter 181 statutes may be liable for compensatory damages and other appropriate relief, including but not limited to, injunctive relief. 

It remains to be seen whether Minnesota will provide additional guidance that specifies how its new pay transparency law will be enforced and the damages or penalties available.

Employers in Minnesota should take immediate steps to review and update their job posting processes to comply with the new law by the effective date of January 1, 2025.  This includes training hiring managers and HR personnel on the requirements and ensuring that third-party recruiting sources are provided with the necessary information to comply with the law.  

Steps to Implement Pay Transparency

Step 1: Assess Your Current Compensation Structure
Conduct a thorough review of your pay scales and job descriptions and ensure that your pay scales are competitive and fair within your industry.  Update all job descriptions to have clearly defined roles and responsibilities.  Ensure your performance metrics align with compensation for consistency and fairness.

Step 2: Develop a Transparent Pay Policy
Create a clear and comprehensive pay policy that outlines how salaries are determined, including the factors that influence pay decisions such as experience, education, performance, and market rates.

Step 3: Train Managers and HR Staff
Training is critical to ensure everyone understands the new pay transparency policies and can effectively communicate them to employees.

Step 4: Communicate with Employees
Transparent communication is key to the successful implementation of pay transparency.  Clearly explain the new pay policies to your employees and provide opportunities for them to ask questions and provide feedback.  HR can hold informational sessions, have written materials, and encourage dialogue.

Step 5: Monitor and Adjust
Implementing pay transparency is an ongoing process.  Conduct regular audits and review and adjust your policies and practices to ensure they remain fair and competitive.

Manager Training on Pay Transparency

1. Pay transparency should be approached in phases

a. Remind managers that we are responding to legislation but also trying to find a way to solve a problem across our employee base.  We need to think about where we want to be and how to get there.  Bring stakeholders in first.  This is critical to the change management process.  Sometimes, executives and board members perceive the move toward greater transparency as a risk. 

b. To bring leaders along in the change management journey, it’s essential to involve them from the beginning.  Senior leaders need to understand the approach being taken, and they should be educated and trained like the rest of the leaders and managers.  While it may feel scary to show “how the sausage is made,” it’s critical to be honest about where the organization is today and where it’s going. 

2. Examine your compensation structure and philosophy

a. To achieve pay transparency, it’s crucial to first build a solid foundation in a well-developed compensation structure.  This will take time and preparation.

b. Don’t be afraid to test pay ranges and make adjustments.
 
3. Give managers the confidence to respond to pay questions and to manage the interview process

a. Effective pay transparency training for managers ensures that they have the necessary skills to manage and respond to employee questions about pay and benefits. 

b. One important aspect of this training is teaching leaders that if an employee asks a question in the moment, it’s okay to pause and say, “I don’t have the answer right now, let me get back to you.”

c. Have a clear path to HR.

d. Answer the question that managers have which is, “what is the range I should pay my team?”  The most common question from an employee is, “how do I grow my salary in my pay range?”

e. Remind managers that communications from employees about compensation is an opportunity to see how things are going for them in other areas.
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